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Improved Service To The 
Small Shipper Is Needed 
lnterstzte Commerce Commission 
Department of Transportation 

Some truckers consider small shipments un- 
desirable because they believe the revenue de- 
rived does not equal the costs. Therefore, 
shippers of small quantities of freight, espe- 
cially occasional shippers or shippers in a 
remote area, sometimes find shipping difficult 
c&r service inadequate. 

The Interstate Cornnerre Ccmmrssion is res- 
ponsible for making sure that truckers provide 
adequate, reasonabiy priced service to all ship- 
pers. GAO beiieves the Commission, withrn its 
regulatory capacity, could further improve 
service to the small shippt by 

--collecting more reliable data on com- 
plaints, 

--emphasizing the formal investigation of 
small-shipment complaints as the basis 
for Commission action, and 

--determining whether authority to im- 
pose civil penalties would help combat 
the problems. 
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COC~MROLLER GENERAL OF THE UNCED SATES’ 
WA5HINGTOK. D.C. 20348 

To the President of the 
Speaker of the Ho\*,% of 

Senate and the 
Representatives 

This is our report on how the Interstate Commerce 
Commission can improve service to small sh,ppers. The 
report discusses transporlxtior; problems of small shipments 
and how the Commission hdS, within its statutory authority, 
attempted to solve these problems. 

We made our review pursuant to the 3udget and Account- 
ing Act ol 1921 i31 U.S.C. S3), and tnc Accounting and 
Auditing .Lct of 1?5f) (31 U.S.C. 67). 

We are sending copies of this report to the Director, 
Office of Management ~.ild Yudget; the Chnirman, Interstate 
Commerce Co,ninission; and the Secretary of Transp 

Comptroller General 
of the United States 
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COi4PTROLLES GENERAL'S 
REPORT TO THE CONGRESS 

IMPROVED SERVICE TO,THE 
SMALL SHIPPER IS NEEDED 
Interstate Commerce Commission 
Department of Transportation 

DTGEST -e--s- 

One of the Interstate Commerce Commission's 
major objectives, required by law, 1s to 
make sure that regulated truckers provide ade- 
quate, reasonably priced service to all ship- 
pers. 

Truckers believe the revenue from small ship- 
ments (less than a truckload) has not equaled 
their cost. Therefore, truckers have tended 
to assign their eguipment to larger, profit- 
able shipments. Shippers of smali quantities 
of freight sometimes suffer inadequate or un- 
timely service. 

The dilemma of handling small shipments con- 
tinues as a perplexing problem to all con- 
cerned. The Department of Transportation has 
studied the overall situation and supports the 
President's proposed Motor Carrier Reform Act 
as a way to improve service. (See p. 12.) 

Since 1968, the Commission has reduced the 
* number and severity of complaints from 8,300 

in 1968 to an average of 3,700 annually since 
1972. This data, however, is unreliable; GAO 
believes accurate data would show a substan- 
tially larger number of small-shipment com- 
plaints. The number, however, does not de- 
scribe the full extent of the problem. The 
infrequent shipper or the shipper in a remote 
area is likely to experience most of the serv- 
ice problems since large shippers generally 
(1, have the volume leverage tf, get good serv- 
ice from truckers and (21 are located in areas 
where frequent service is available. Smaller 
shippers, according to Commission personnel, 
are unfhrailiar with the Commission and change 
to another trucker rcl!?er than report service 
eroblems. 

The Commission should: 
, 

-- Accumulate accurate d?ta on the problem. 

m. UpOn wmwaf. the report 
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--Make additional investigations of serv- 
ice complaints as thz basis for Commis- 
sion action against trnckers who violate 
the Commission's regulations. 

--Determine whether authority to impose 
civil penalties could combat service 
problems efzectively. 

The Commission's information on small-shipment 
complaints is inadequate because criteria ap- 
plied by the Commission's fit-23 staff who ac- 
cilmuiate the data is not uniform. (See p. 19.) 

The Commission can use a trucker's service his-e 
tory as a basis for questioning his service fit.- 
ness when he requests authority to provide ad:di- 
tional service. This technique is time ;on- 
suming. 3ther administrative actions and rule- 
makings that could cause truckers to improve 
service also have been used to a limited extent. 
(See p. 20.) 

If administrative actions and moral suasion 
fail to encourage truckers to provide adequate 
service to small shippers, the Commission can 
institute criminal proceedings. This is a 
cumbersome, severe tool and is seldom used. 
Authority to impose civil violations would 
strengthen the regulatory process, but to be 
effective, the amount of civil fines should 
represent an actual deterrant rather than a 
token amount. (See p. 24.) 

If truckers believed rates for small shipments 
adequately covered their costs and proviued a 
profit, then service would likely improve. In 
1976, the Commission began a new study to de- 
fine these costs. (See p. 28.1 

The Commission believes GAO's report is a fair, 
constructive assessment of the small shipper's 
situation and has taken scme corrective actions 
on GAO's recommendations. There were some points 
011 which the Commission did take issue. (See 
p. 31.) 

The Department said the report presents some 
excellent research documenting the situation 
facing small shippers, but it was disappointed 
that GAO did not challenge the fundamental 
structure of the Commission's regulatory approach. 
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Jear Sheet 

GAO does not believe it is appropriate to USC 
problems of the small sh;pper as the basis 
for challenging the broader issues of regula- 
tion. The objective of this review was to 
improve the operation of the Commission as it 
affects the small shipper. No attempt was made 
to evaluate the merits or demerits of deregulation 
proposals. Consequently, the recommendations of 
this report should not be construed as providing 
jmplicit support for either side of the issue. 
(See p. 32.) 
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CHAPTER 1 --- 

I[‘TR~JDU~LTION . ---- - 

In November 1375 the President submitted to the Congress 
a proposed Hotor Carrier Reform Act l/ that would consid- 
erably deregulate the mote: carrier Industry which the Inter-- 
state Commerce Commission has regulated since 1935, The 
proposed act, which was not enacted into law during thz 94th 
Congress, would have given trucking and bus ?irms more freedom 
to raise or lower prices 2nd ,wo.uld have? made it easier for new 
carriers to enter the industry. 

This proposal and others directed at deregulating rail- 
roads and airlines have raised ; he issue of regulation versus 
deregul ztion. Part of this issue relates to whether service 
truckers provide to shipytrs of small quantities of freight 
would be adequate. 

Trucking interests believe dercgulaticn wculd encourage 
discrimination in service availzb;lity and would decrease or 
eliminate service to small shippers and cornunities. In April 
1976 a national shipper orqanization ststed ttiat the small, 
low volume shipper h;ls d hard time getting pr.-..dpt, regular 
pickup service. It also said that carriers o, -en daisy dcliv- 
ery until they think theh- have accumulated enough volume to 
justify delivery in low volume areas. 

The Administxaticn believes the proposed Motor Carrier 
Reform Act ldould stimulate the trucking industry and improve 
trucking service to small shippers and communities. We 
studied this issue within the cor.text of the CommissLcn’s 
statutory capability to deal with such service prob;zms 
thrcugh the regulatory process. 

INTERSTXTE COF?YERCE COMMISSION ---- 

The Commission was established ir. 1887 to regulate 
railroad transportation ir interstate and foreign ccmmercd 
witnin the United States. The Commission’s authority has 
been strengthened and broadened so that now it regulates not 
only railroads but 31~0 trucking companies, bus lines, 
freight forwarders, water carriers, oil pipelines, transpor- 
tation brokers, and express companies. ay law, reyul ation 
varies between these types of carriers, b*ut ;t generaily 
extends to entry control, rates, and services. 

, 

---------____ 

&/Ii.R. 10909; S. 2929. 
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The Commission consists of 11 commissioners, esch 
appointed by the Pr--sident erci confirmed by the Senate. 
The Chairmnn is designated by t:le Fresident, and th.1 Vice 
Chairman is elect.eG an;ltally by the commissioners. T?.e 
other Tline cc.,mxissioners serve on ;ne of three divic!.o’ls 
which act ts appellc:e bodies for reconsidering decisions 
mad 3 by thz Ccminlsslon staff. By area of rzsponsic’lity 
the thrsc divisions are (1) operating rights, (2) rates 
+nd practices,and (3) finance 2nd service. 

Staff organizatron --- 

The Comnirsion’s staff numbers about 2,100 of which 
throe-quarters are locaLed at Commission hctdquart:,s in 
Washington, B.C. As shour, on the Commission’s organiza- 
tion chart Isee app. I), only the Bureaus of kcounts, 
Enfor Zement, and Operations have field staffs. 

--The Bureau of Accounts is co,lcer:l,ed wit!. the account- 
ing phase of eccnoml:: regull: ion, such as presc: ibi ng 
uniform accounting rules --ni auditing carriers’ finan- 
cial records. 

--Thn Bureau of Fnfcrcement enforces civil and r,?nal 
provisir,ns of the Interst- te Commerce Act (43 U.5.C. 
1 et. seq.) and may participate in proceedings by. de- 
veloping facts anri issues. 

--lhe Bureau of Opeiations rrc;litors and investigakes 
operations of carriecs an.1 rate bureaus l/ te insure 
their :omplisnce with Lhc law and Commission regul?- 
tions. 

The Co:.,i.ission has 79 fi?lZ off ices lticaired in 6 geo- 
grj.>hic regicns. Field office; are generally staffed with 
Bureaus of Accounts and Operations personnel. Bureau 9i 
Enforcement personnei are locate0 in only 11 field officea. 

JURISDICTION 57ER YOTC’P CAtiRIERS _. 

The Interstate Commerce Act requires that regulated 
truckers provide adequate, reasonably priced service to all 

L/Tru<kers formed rate bureaus ?o ‘,a: e the filing of propose2 
rate cF.?tnges wit’h the Commission. ‘.nstead . . ,Gf fll .I*? pro- 
posal E individually, truckers may belong to 1 cr more of 
atout 100 rate bureaus that prepare, file, and s;rznd 
tariffs. The bureeus also provide a means for consolidated 
trucker acticr. to problems arisin’g from the regulatory 
proces.;. 

. 
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shippers. ItlSLl ring this is one of the Commission’s major 
objectides in regulating the truciiir.9 irdustry. 

The Commission z egulates over 17,000 .wtof carriers. 
Carriers cxcmp’r by lax fycvrn Commission reg*;latlon include 
(1) those carrying unprocessed farm products, (2) companies 
mo;inq their own ;.rod!ucts in their own tlruc~s, and (3) local 
transportation that is totally within specified urban dis- 
tiiCt2 that crcIsc State bnund&ries. Tne Coamissicn regulates 
truckin entrv contvol, .;ervice, anti rates. 

Entry ocntrol an< service 

Motor carriers must ap~l;* to Le Ccmmission for ooer- 
ating authoLitJ and prove tt,at t.he,r proposed service is 
r#eeded . SucS authority, w.;ich is c!?nrr711y defined in terins 
of commodities trans?or tzti ar.d gccgraphi area served, qor- 
erns die adequacy and quality of service a erucker is to 
provide on reasonable request. Thz Conai~zi~n may suspend, 
change, OL re-roke operating asth,Jritirs if a carrier willfuli 
fail2 to ccim,-?v with the law or regulations. 

Carriers are dde,iqnated as either common or co::t:sct. 
A common carriar must transport all Lllipments--reqar dlc:ss 
of size or weight-- offered by the general public. P con- 
I-ra;t carrier, on the other hand, trans?or:s only the gxds 
of one 31: a limited number of shippers kh1ct-r have contracted 
with the carrier. 

RP tes 

Th? InLcrstate Commerce Act grants irnmunitt from anti- 
trust laws to carriers which organize rate bureaus to estzb- 
lisii rates, srovided the rates proposed and methoi; Jccd by 
+he burepcls <;/e approved by the Commission. Most razes of 
rb:qulated tiuciters -.re established through reg:.;,:al -zte 
bureaus. Proposed rate changes are made by true?, s to 
their rate burf.au. The bureau holds hcarir‘qs at h*::ict car- 
ricrs and shi*Apers XJ); present arguments; their the 1 ‘rreau 
files ‘he tariff with the Commission at least 30 ds: before 
the effect i.;e dz?e. 

An:? shipy,cr, trucker, or receiver nay protest the pri;- 
posal dclring the wait.inq period, and the Commission may sus- 
p?cd the proposal for up to 7 months. L’hc trucker then must 
prove the proposal is just and rsasonsble or the Commission 
may cancel it. rrc’rvidual truck-ers ‘lay tekc independent ac- 
tion outsid the rate bureau, bdt mcsc rates ere filed 
through rate n:lreaus. 
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SCOPE OF REVIEV 

We made our review at Commission headquarters in Wash- 
ington, D.C., a2d in 22 field (Jf f ices located in 3 regions. 
We examined Commission recottls on small-shipment complaints, 
service violation investigations in gene-51, appraisals Lf 
carriers applying for operat:‘.ng authority , enforcement ac- 
tions, and appropriate administrative prcceedings. We re- 
viewed the Commission’s policies, procedures, and applicable 
laws and regulations. 

In addition, we reviewed published studies by the Com- 
mission and others on smi.11 shipments and urban qooiis mqve- 
ment and held discussicas with Commission and Department of 
Transportation officials. We also inter\ iewed officials of 
a major rate bureau and reviewed rate proposals related to 
small shipments. 
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CHAPTER 2 

SERVICE TO SMALL ZHIPPERS 

Common carrier truckers handle about 80 percent of the 
small ship:.lents transported by regulated carriers. Some 
truckers, however. bre reluctant to carry small shipments 
beceuse they believe rates do not cover costs. As a result 
service to the small shipper is sometimes inadequate. In- 
efficiencies in the Nation's urban goods distribution systes 
not only increase cost and aggravate service problems, they 
also contribute to traffic congestion, pollution, and wasted 
energy. 

No universally accepted definition of small shipments 
exists. The Commission, for statistical purposes, uses 
10,000 pounds as the basis for separating truckload shipments 
from less-than-truckload shipments. The trucking industry 
generally has identified small shipments as under 750 pounds 
and a 1974 Department of Transpcrtation study defined small 
shipments as less than 1,000 pounds. 

Shippers' service problems cannot be defined solely in 
terms of weight. The Commission has stated that service 
difficulties may be encountered on shipments of all sizes, 
weights, and configurations. For example, a trucker may be 
reiuctazt. to carry a particular truckload shipment that it 
considers anly marginally profitable or which may be des- 
tined to an isolated area. 

For our analysis of the small-shipment problem, we de- 
fined a small shipment as one that requires separate handling 
and that is less than a truckload in size and weight. 

SMALL SHIPMENTS: A CONTINUING PROBLEM 

There are two problems associated with small shipments. 
First there are indtistrywide problems tihich can aficct any 
shipper or rect:ver regardless of its size. There is also 
the problem of service to and from smzll, odt-of-the-way loca- 
tions. Thase problems have been recognized and, as discussed 
in chapters 3 and 4, some actions nave beer, takea. 
the problems 

However, 
are continuing, 

done for 
and according to a recent study 

increase. 
&e Department of Transportation, ere likely to 

Railroads offer vi-,-ually no smali-shipment service. 
From the 1940s to the early 196Gs, small shippers increas- 
ingly preferred truck service because of its flexibility and 
geographic coverage. As a result the railroads' smali- 
shipment traffic decreased, and cost increased to the point 
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that they stopped soliciting and handling small shipments. 
Receiving virtually no protests from the public, the Com- 
mission judged the railroads’ elimination of small-shipment 
service to be reasonable. 

Besides common carrier truckers, other cegulzted 
carriers that transport small shipments include freight 
forwarders, which consolidate small shipments mainly in 
metropolitan areas: express companies: ana air freight. 

In 1967 the Commission described intercity small- 
shipments distribution as one of the most perplexing problems 
facing the transportation industry; a problem which might 
threaten future growth in important segments of the economy. 

The Commission believed the severity and wcrsening of 
the problem was best indicated by the number of saall- 
shipment service complaints which had increased from 2,900 
in fiscal year 1965 to 4,530 in fiscal year 1967. Corn- . 
plaints peaked at 8,300 in 1968, no statistics are available 
for 1969, and in 1370 tne Commission changed *,ts reporting 
system. Since then the reported number of complaints has 
averaged about 3,700 annually for fiscal years 1972-75. 
(See oh. 4 for discussion on accuracy of these statistics.) 

Studies of the small-shipment problem have differed 
somewhat on the extent of the problen. A 1974 study done 
for the Department of Transportation showed that the prob- 
lems of small shippers were continuing, and that marketing 
changes will probably increase rather than reduce the prob- 
lems involved in handling small shipments in the future. 
The problems stemmed from a steadily increasing demand for 
small, fast, or freguent service which carriers seemed un- 
willing or unable to provide at existing rate levels. This 
situation existed despite the fact that rates for some small 
shipments had already been increased to the point where they 
approached the total value of the shipment. 

A 197: Department of Transportation Industrial Survey . 
showed that over 9C percent of the small shippers surveyed 
said motor carrier service was at least adequate. The study 
cautioned, however, that the response was high because (1) 
none of the respondents were in isolated areas and (2) ser- 
vice provided by small parcel specialists (i.e., United Par- 
cel Service) was in:lztzS in the survey. The study was 
based on only a sample of industrial users. 

In August 1975 the National Small Shipments Traffic 
Conference established a telephone “hotl:ne” to help ship- 
pers and carriers with complaints about small-shipment 
service. In June 1976 the Conference discontinued the 

. 
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hotline saying, "There is no small shipment problem." We 
be1 ieve tk 3 Conference's hotline <s an invalid base on which 
to draw conclusions about the ex' ,ent of the small-shipment 
problem because the hotline was open only on weekdays from 
9:30 a.m. to 1:30 p.m. and &as closed on holidays. The 

.hotline was not a toll-free number, but people could call 
collect. 

Cost and service problems are but two factors related 
to a larger issue: the urban distribution of goods. (See 
ch. 3.) Consumers, most of whom live in urban areas, buy 
goods in relatively small quantitias and at locations near 
their homes. This consumption pattern requires the distri- 
bution system to move successively smaller shipments from 
manufacturer to wholesaler to retailer to consumer. ThLs 
distribution system compounds other prcblems, such as con- 
gested city streets, energy shortage, and noise and air pol- 
lution. 

COST OF TRANSPORTING S':ALL SHIPMENTS - 

According to' truckers the revenue received from small 
shipments is not enough to cover cost. For several reasons 
small shipments cost proportionately more to ship than 
larger shipments, and even though rates have increased, 
truckers contend they stiil lose money on small shipments. 

Separate handling is on2 reason why small shipments 
cost ,dlatively more than truckload shipments. A small . 
shipP.ent normally involves 

--pickin% up the shipment from the shipper'in the 
originating city, 

--handling the shipment at the carrier's terminal in 
the originating city, 

--transporting the shipment between cities, 

--handling the shipment at the carrier's terminal in 
the destination city, and 

--delivering the shipment to the receiver in the desti- 
nation city. 

A truckload shipment, on the other hand, normally can be 
picked up from the shipper end transported directly to the 
receiver, thereby avoiding terminal handling. 

Other factors also make snail shipments expensive. 
According to industry and Commi.ssion officials, pickup and 

. . i 



delivery costs are basically the same regardless of shipment 
size and, thus, are usually a higher percentage of the total 
cost for a s.nall shipment. OverSead and paperwork costs, 
such as billing and documentation, usually vary with the 
number of shipments, not weight. Higher loss and damage 
costs are another characteristic of small shipments because 
they are easy to identify, carry, and resell. Trucker re- 
action to this combination of cc,st factors often has been 
to seek larger rate increases 0;1 small shipments than on 
truckload shipments. For example, from January 1971 through 
January 1976, one me]or rate bureau increased certain terri- 
torial rates as follows. 

Shipment weic;hs in pounds 

Less than truckload: 
1 to 499 

500 to 999 
1,000 to 1,999 
2,000 to 4,999 
5,000 to 9,999 

10,000 and over 
Truckload 

Percent increase 
rates in 

72 
62 
55 
50 
56 
51 
31 

In late 1975, however, several rate bureaus said that 
small-shipment costs still exceeded revenues by up to 

--66 percent on minimum charge shipments, 

--36 percent on shipments under 500 pounds, and 

--9 percent on ShiprEntS 500 to 999 pOUndS. 

Seemingly the course of action most often taken when 
cost exceeds revenut has beer. to raise rates. Truckers, 
however, must be prepared under Commission regulations to 
prove the reasonableness of rate increases, and proof must 
be based on cost evidence. Compiling cost evidence is not 
an exact science and is controversial. 

One issue is the actual handling c:ost incurred by 
truckers to transport small shipments. The Commission made 
a study in 1969-70 to determine how much handling small ship- 
ments require, but the results were strongly criticized by 
shippers. They disagreed on its validity and use in sup- 
porting small-shipment rate increases. 

Officials of one major rate bureau told us that shipper 
interests have been relatively successful in persuading the 



Commission that small-shipment rates shou? not be raised to 
levels that truckers contend are needed for profitable oper- 
ations. 

One commissioner disagreed, saying the Commissicn's 
policy is that small shipments should bear their reasonable 
share of carrier cost. The commissioner pointed out that 
rate bureaus rarely propose rate increases sufficient to 
covel small-shipment costs. For example, in November 1975, 
one major rate bureau proposed small-shipment rate in- 
creases yet stated that cost would still exceed revenue by 
up to 

--49 percent on minimum charge shipments, 

--24 percent on shipments under 500 pounds, and 

--6 ptrcent on shipments 500 to 999 pounds. 

SERUICE PROBLEMS --- 

In 1967 a Commission staff study reported that a grow- 
ing number of truckers were avoiding small shipments because 
they considered them unprofitable. This practice vio:zted 
the Commission regulation requiring them to transport all 
authorized cargo The study found service problems in the 
areas of 

--service restrictions in tariffs, 

--fewer through routes, and 

--service inadequacies. 

Service restrictions in tariffs -- 
A common carrier must file with the Commission and pub- 

lish tariffs that show its transportation rates, chatgcs, 
and services. According to the Commission, truckers have to 
some degree long selected traffic yielding large-unit profit 
by placing certain restrictions in tariffs. For +:xample, tar- 
iff restrictions provided that a trucker (1) would accept no 
shipments less than a specified weight, (2) required a mini- 
mum weight for shipments to or from certain locations, or (3) 
would not serve certain locations although it was authorized 
to serve them. By the late 1960s truckers had intezlsified 
using tariff restrictions directed mainly at limiting serv- 
ice on small shipments and on shipments to and from rural 
isolated areas. 
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Fewer through routes 

Shippers need truck service between widely scattered 
points. Since common carrier truckers may carry freight 
only to locations authorized by the Commission, shippers must 
rel; to a great extent on the coordinated services of two or 
more truckers to deliver some shipments. In 1967 the Cor.mis- 
sion reported that many trucking firms, particularly the 
larger ones, were refusing to handle shipments originating 
on the lines of other truckers. One solution to this situa- 
tion is the through route, which is an agreement between 
trucking firms to carry freight from an authorized point on 
the line of one firm to an authorized pcint on the line of 
another. 

A joint rate is a single rate truckers agree to charge 
for carrying freight on a through route. Usually the rate 
is lower than the combination of rates that each trucker 
would have charged, and the truckers decide how the joint 
revenue is divided. 

The Commissior, by law, has authority to require in- 
tramodal through route agreements for railroads, water 
carriers, and buses and intermodal agreements between rail.-. 
roads and water carriers. The Commission has no authority 
to require through route agreements for trucks. The 1-w 
states only that truckers “may” establish tilrough routes, 
and the Commission through several decisions has inte:preted 
this to mean it has no authority to require through route 
agreements. 

In 1974 about 5,OCil trucking r’irms were participating 
in through routes, but the Commisr:ion reported that some 
truckels were continuing to curtail service by canceling 
published throuyh routes. 

Through route costs generally are greater than direct 
service costs beca;l- % the shipment may require handling 
each time it is t,ansferred between truckers. Some truckers 
believed their share of joint revenue was insufficient. The 
1967 Commission staff study noted that short-haul truckers 
in particular said their cost per mile was greater than that 
of long-haul truckers, and they sometimes demanded a larger 
share of joint revenue. As a result, truckers frequently 
canceled through routes , which sometimes left small communi- 
ties without long-haul service. 

Service inadequacies 

By selecting and choosing .cargo, xany truckers have 
directly violated the Commission’s regulations requiring i 
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them to carry all freight, including small shipmeLts. For 
example, one trucl<er accepted through route shipments over 
200 pounds and rejected smaller shipments, saying no service 
was available, even though both shipments were offered at 
the same time and were destined fcr the same location. 
Usually truckers justified rejecting shipments by saying 
their facilities were overloaded and the shipment might be 
damaged if held until it could be shipped. Sometimes truck- 
ers would reject shipments expressly tecause revenue would 
be insufficient. 

The occasional shipper or shippers in small communities 
probably experience most of the service problems because 
larger shippers have the volume leverage to get good serv- 
ice from truckers and are likely located in areas where 
more frequent service is offered. 

- w - B  

As discussed in chapter I, regulations require truck- 
ers to transport all freight offered by the public. Ship- 
ments of small quantities of freight, however, present prob- 
lems because truckers believe small-shipment rates are in- 
adequate to cover their costs. Shippers complain of inade- 
qu3te service. 

The diltimma of handling small shipments continues as a 
perplexing problem to shippers, truckers, and the Commission. 
As shown in chapter 3, the Dkpzr.+ment of Transportation has. 
studied the overall situation within its capacity as coordi- 
nator of national transportaticn policy. The Commission 
recognizes the problems of the small chipper, and in 1967 
studied the problem and took corrective actions. These 
actions, their results, and improvements still needed are 
discussed in chapter 4. . 
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CHAF'TEQ 3 

URBAN GOODS MOVEMENT 

The'high cozt of picl*up and delivery methods used in 
urban commercial centers is a major cause of small-shipment 
service problems. 

Characteristically in urban areas erch carrier has its 
own fleet of pickup and delivery trucks simultaneously 
crisscrossing city streets, serving shi?pcrs and receivers 
in an uncoordinated fashion. This system produces high cost 
and service delays and contributes to traffic congestion, 
pollution, and wasted energv. 

In 1970 the Tri-State Regional Planning Commission (New 
York, New Jersey, and Connecticut) sponsored a staff study of 
regional truck traffic. The staff reported that within a 
g-square mile area of Manhattan, New York, over 3,900 trucks 
daily picked up and delivered freight without ever leaving 
the area. Average shipment weight was 283 pounds. 

Hypothesizing a consolidated pickup and delivery system 
for the area, the staff concluded the system daily could save 
over 31,000 vehicle miles --the equivalent of 2,400 trucks a 
day. Projecting the results to the entire region, the staff 
estimated annual regional savings at $95 million. 

DEPARTMENT OF TRANSPORTATION 
INVOLVEMENT IN SMALL SHIPMENTS 
AND URBAN GOODS MOVEMENT ISSUES 

The Department of Transportation was established in 1966 
Co develop coordinated transp?rtatior service, provide general 
leadership in solving transportation problems, and make rec- 
ommendations to the President and the Congress. Issues on 
small shipments and urban goods movement are part of the De- 
partment's national transportation concern. 

In 1972 the Secretary of Transportation established an 
Urban Goods Movement Task Force , which reported in June 1973 
that major issues In urban goods movement included traffic 
delay and congestion, loading and unloading problems, pol- 
lution, energy snortage, and land use implications. 

The task force noted that trucks dominate urban goods 
movement but cautioned that DeparLment iraterests should en- 
compass all aspects of urban goods moveme!lt. The Department 
has responded ;ith a variety of research projects, several 
relating directly to small shipments. The Department also 
supports proposed legislation which it believes offers so- 
lutions t<l many small-shipment problems. 
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Research projects . 
At least four Department studies have dealt with the 

small-shipments problem as it relates to trucking and urban 
goods movement. 

Small-shipments study 

In 1972 the Department contracted with the American 
University to study the small-shipment probiem. The 
study was to 

--evaluate the scope of the problem, 

--develop a concise understanding of the overall prob- 
lem and its subproblems, and 

--prepare an action irogram to deal with the problem. 

Reporting in 1974, the University did not suggest solu- 
tions to the problem but offered the following conclusions. 

--Marketing changes and trends will continue to in- 
crease flow of products and movement of business to 
metropolitan suburbs, heightening the complexity of 
urban goods movement. 

--Many carriers, particularly truckers, are reluctant 
or unwilling to handle,small shipments, mainly in the 
lOO- to 500-pound range. 

--Truckers justify their unwillingness to ha;ldle small 
shipments because they are unprofitable. 

--Route patterns of truckers and the general lack of 
th.rough routes present a handicap to efficient, 
economical transportation of small shipments. 

The study also stated that large shipt-ers of small 
shipments do not have problems as serious or as frequently 
as small firms because the larger firms can consolidate 
shipments, move small shipments with their own trucks, and 
have the volume leverage to obtain good service from tru-k- 
ers. The study pointed out that the occasional small 
shipper or the shipper of small shipments into ild out of 
small communities have problems due to 

--size of their product, 

--quantity and weight of their -orders, 
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--their or their customer’s odt-of-the-way location, 
and 

--scale of their operations prevents their initiating 
internal changes in distribution methods. 

F:ei ht. consolidation study in 
~o&;Is, Ohio 

In 1972 the Department contracted with the Ohio State 
University to determine the potential impact of a conzdli- 
dated pickup and delivery . syscex~ in Lolumbus, Ohio. The 
University hypothesized a consolidated pickup and delivery 
systt:m in the Columbus cential business district for ship- 
ments weighing up to 5,000 pounds. 

The study showed that the actual system ccmpared to the 
hypothesized system had lower vehicle capacity utilization, 
higher transit time, duplicated routing, and substantial 
waiting time at terminals to load or unload. The table be- 
low compares the ac’ Aal and ilypothesized systems. 

Actual Hypothesized 
pickup and pickup and Percent 

delivery deiivery reduc- 
Performance measure system system tion -- 

Number of vehicles 660 
lfi 

91; 
Vehicle miles 1,280 91 
Transit time (hours ) 244 

lf f 
91 

Unloading time (hours j 392 53 
Loading tine (hours) 81 51 37 
Waiting tfma (hours) 251 100 
Daily COS’I $11,750 Sr3;o 76 

Transportation facilitation center -- 
concept - 

The transportation facilitation concept is another name 
for consolidateJ pickup and delivery of small shipments in 
ur0 an area;. In 1971 the Department contracted with the 
Ralph M. Parsons Company to study the transportation facil- 
itation center concept, and later it modified the study to 
include a detailed freight distribution and economic analysis 
for the Chicago- Illinois, area. 

Hypothesizing a consolidated system for shipments under 
1,000 pounds, the study concluded that a transportation fa- 
cilitation center syste;r in Chicago 

--could havs saved 1.2 million gallons of fuel in 1373, 
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---ould have reduced air and noise pollution and traf- 
fic congestion, , 

--could reduce truckers’ fleet requirements and cost, 
and 

--could provide shippers and receivers more reliable 
service. 

The Department said thecr economies would result by 
(1) reducing the number of rrucks shuttling between termi- 
n.3ls I shipper:; J and receivers and (2) designing terminals 
specifically to handle and consolidate small shipments. 

Institutional barriers to freight 
zsol ldat ion 

The Department and the Federal Energy Administration in 
October 1975 funded a study by the University of Tenne%ee 
of institutional barriers to a consolidated urban pickup and 
delivery system. This study wiil look at t.?e relationship 
among shippers, receivers, carriers, and gcvernment. The 
estimated completion date is Novemoer 1976. 

As part of this study, an Urban Freight Consolidation 
Workshop was held at the University of Tennessee in January 
1976 which revealed the following about services provided by 
motor carriers: 

--All shippers, large as well as small, c.onsider . 
less consistent pickup service than is currently 
provided reasonable. A consolidation. ‘rer.ainal 
must allow pickup service that is consistent 
within a range of 2 to 4 hours. 

--Small shippers seem willing Lo accept a slightly 
slower total service time than many carriers 
currently provide. They seem willing, on the 
average, to accept 5-day delivery time. 

Proposed legislation - 

The Department endorsed the President’s proposed Motor 
Carrier Reform Act because it believed the proposal would 
have given the trucking industry flexibility to improve serv- 
ice and to resolve pricing problems. The Department believed 
that the present rate structure was distorted SG that some 
shippers paid more than their fair share of cost and others 
paid mlch less aild that this resulted in misallocated trans- 
portatlon resources. The Departl&.?nt believed that the pro- 
posed act, by providing more open entry and more flexibility 

I, 
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in pricing, would enable truckers to serve economically 
. nearly al: geographic areas. 

---SW 

Although thrj Department of Transportation is responsible 
for designing cverall solutions to naclonal transportation 
problems, the Commission, because of its relationship to the 
trucking industry, should play a major role in shaping solu- 
tions to small-shipment problems. 
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CHAPTER 4 . - 
ACTIONS TAKEN BY THE 'INTERSTATE COMMERCE 

CC!?IMISSION TO IKPROVE SERVICE TO THE SMALL SHIPPER 

The Commission has been concerned about improving 
services to the small shipper, but it needs to give more em- 
phasis to (1) developing procedures to assure systematic col- 
lection of reliable data on small-shipment complaints and 
(2) investigating service complaints as a basis for ques- 
tioning the fitness of regulated carriers. The Commission 
also should determine whether duthority to impose ctvil pen- 
altie; would be effective in combating service problems, 
The Commission has developed detailed requirements for the 
2iJs ". evidence carriers use to support rate proposals: yet, 
a controversy stili exists as to actual cost of handling 
small shipments. This controversy is being studied by the 
Commission. 

In January 1967 the Commission Chairman appointed three 
commissioners to a special ad hoc committee to study and 
recommend solutions to the small-shipment problem. The com- 
mittee limited its study to the trucking industry because 
the problem was primarily associated with trucks. Goals of 
the study were to 

--investigate service problems in general, 

--seek immediate and long range solutions, and 

--de;rise recommendations for the full Comn.issibn 
to consider. 

The co.mmittee reported in 1967 that no single action 
could solve existing service problems bet.ause certain actious 
could be beneficial in one situation and harmful in others. 
However p the committee recommended fivz aLeas to continue 
studying: 

--Increased moni:oring and reporting of service com- 
plaints. 

--Increased em;,i,asis on service fitness of carriers 
seeking a5ditioncl operating authority. 

--Institution of court chses against service violators. 

--Increased effoits &CJ obtain appropriate legislation. 

--Increased efr-arts to obtain approprldte cost dats in 
rate proceedings. 
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INCREASED MONITORING OF SERVICE COMPLAINTS 

The Commission reported in 1967 that small-shipment 
service complaints increased from 2,910 in fiscal year 1965 
to over 4,500 in fiscal year 1967--an increase of about 55 
percent. The cclmmittee recommended that 

--t1.e Chairman of the Operating Rights Division be 
citsignated to deal with service complaints as they 
are filed and 

--Operating Rights Division members should receive 
immediate reports on ccaplaints and actions taken 
to investigate and resolve them. 

The Commission, however, did not set up a procedure 
for systematically reporting service compla’int statistical 
data until July 1976. Then, the Bureau of Operations 
started a quarterly statistical report of small-shipment 
service complaints filed against regulated trucking compa- 
nies. Before 1970 service complaint data was sent to the 
Operating Rights Division upon request. 

Operations personnel receive complaints against car- 
riers and try ts resolve them as quickly as possible. 

, Since complaints and their severity vary, Operations person- 
nel determine whether they can resolve the complaint imme- 
diately or whether a formal investigation is necessary. 
Operations personnel also assist the public by trying tc 
resolve complaints outside the Commission's statutory jur:s- 
diction. Typically, nonjurisdictional complaints against 
truckers involve loss and damage claims which the Commission 
has no power to settle. 

In July 1972 Operations started documenting all com- 
plaints on the “Complaint Register/Action Log.” On this 
form Operations personnel ide:?tify the complainant, the type 
of carrier, and the nature of the complaint. Service com- 
plaints are classified into categories, such as pickup, de- 
livery, small shipment, transit time, through route, and 
rate and charges. 

Monthly, regional offices send Commission headquarters 
the complaint register data for all complaints Operations 
has taken final action on, and headquarters makes computer- 
ized summaries of the complaint data. It appears the com- 
plaint register could oe used to 

--provide data on the volume and types of complaints, 

--identify types of carrieis that are subjects of com- 
plaints, 
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--provide information on the effectiveness of 
Operations’ war!; program, and . 

--identify complaints that should be included on the 
quarterly smail- shipment statistical report. 

Unreliable reports 

The quarterly statistical report and the computerized 
summary of complaint data, however, do not reflect the true 
number of small-shipment complaints. This is because field 
personnel use inconsistent .:riteria to determine which com- 
plaints to report guarteriy to headquarters, and frequently 
they do not prepare the complaint register accurately for 
small-shipment complaints. 

Operations* headquarters personnel said the quarterly 
small-shipment report should include all service complaints 
ag,inst regulated trucking firms. However , in discussions 
with field supervisors, who actually fill out the report, we 
learned of wide variances in w+at was reported. Although 
the Commission states that small shipments are those under 
10,000 pounds, some supervisors considered small shipments 
to be only those under 200 or 500 pounds, some reported com- 
plaints on shipments only under 5,000 pounds, one used 
10,000 pounds, and others had no weight criteria for report- 
ing complaints. 

Operations’ headquarters personnel told us the quarterly 
report should also include complaints not under the Commis-’ 
sion’s statutory jurisdiction, but many field supervisors 
said they reported only jurisdictional complaints. One 
supervisor said he reported only jurisdictional complaints 
in which he judged the trucker to be wrong. 

The Commission’s computer analysis of complaint regis- 
ter data is a potential source of more reliable small-ship- 
ment complaint information. Reliability of this sm..ll- 
shipment information, however, is questionable because field 
personnel have not consistently and properly prepared the 
Complaint Register/Action Log for small-shipment complaints. 

Instructions for filling out the complaint register re- 
quire that field personnel mark the type of complaint. For 
example, a complaint could be classified as both a pickup 
problem and a small-shipment problem, the latter referring 
to complaints alleging failure of truckers to provide-serv- 
ice becallse 0-Z the small size of the shipment. 

. 

Our analysis of the complaint registers for all com- 
plaints filed against rr.gulated motor carriers, other than 
household goods carriers, during fiscal years 1973-75 showed 
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only 748 marked as small-shipment complaints, Th? quarterly 
statistical reports, however, showed over 11,300 s;;,all- 
shipment complaints for the same period. Some field person- 
nel explained they may have failed to identify some small- 
shipment complaints on the complaint register because a 
large volume of paperwcrk prevented them from accuratc.;y 
completing every complaint register. Others said they may 
have marked only the immediate nature of the complaint, 
such as pickup or delivery, and not indicated whether it in- 
volved a small shipment. 

Commission field personnel told us that there are prob- 
ably more small-shipment problems than reported to their 
offices because the public is not aware of rJhat the Commis- 
sion does or can do to insure reasonable and dependable 
service. They also told us that shippers change to another 
trucking firm rather than report their problems to the Com- 
mission. 

The rommission has issued public advisory number 2 which 
advised small shippers on their rights, remedies, and alter- 
natives. In July 1976 the Commission issued a revised advisory 
to include a questionnaire for shippers to use voluntarily 
to ret;ort to Lhe Commission on the adequacy of service re- 
c ieved . The advisory is available free at Commission of- 
fices and for a fee at the Government Printing Office. 

There dre millions of small shipments annually; the 
somber of shippers is unknown and probably quite large. As 
of November 1976, 15,000 advisories were printed and about 
7,500 distr ibuted. Since the questionnaire is new, the 
Commission has no’; compiled data on the number of responses 
received. 

CARRIERS’ WILLIISESS TO PROVIOE SERVICE --- 

The Commission has several courses of action to combat 
service prcblems. The Commission may (1) challenge a car- 
rier’s fitness when it applies for additional authority, 
(2) use other administrative actions, such as revoking oper- 
ating authorities, issuinq only limited-term authorities, or 
approving pooling agreements, or (3) issue regulations aimed 
at industrywide practices. Yone of these actions have been 
used to a great extent. 

Challenging service fitness 

The Commission has seldom challenged a carrier’s service 
fitness an3 has not fGund a carrier unfit. We believe this 
situation results because Commission personnel do not enpha- 
size formally investigating complaints of service inadequa- 
cies. 



I  

A carrier applying for operating authority must prove 
it is fit to provide the service it proposes. .In 1960 the 
Commission authorized the Bureau of Enforcement to challenge 
the fitness of carriers applying for operating authority. 
The ad hoc committee concluded in 1967 that challenging the 
service fitness of some carriers applying for additional 
authority should be an effective w=~y to im;,rove service. 

The Commission instructed the Bureaus of Operations 
and Enforcement to examine each applicant’8 service )1i3- 
tory and to question the fitness of applicants which 
actively avoid small shipments and through-route traffic. 
Since 1968 thousands OF applications have been evaluated, 
about 20.000 during the 3-year period fiscal years 1973-75. 
Since 1968 there have: been eight challenges of service in- 
adequacies; none of the carriers were found unfit. 

In 1967 the ad hoc committee recognized that an agjres- 
sive program to question carriers’ fitness could require 
much staff time and recommended that Enforcement increase 
its efforts on service fitness. Before Enforcement can 
take action, however, complaints sbout inadequate service 
must be formally investigated by Operations. Operations 
personnel take some action on all complaints, although they 
seldom formally investigate complaints involving smill- 
shipment service inadequacies. For example, during fiscal 
years 1973-75 Operations personnel conducted about 2,600 
fcrmal investigations, but only about 3 percent involved . 
small-shipment service failures by trucking companies 
other than household goods carriers. 

Field personnel told us that relatively few service 
failure investigations are made because of the lengthy time 
to make them. As discussed on page 24, it is likely that 
no corrective action will result. From the available data 
it is not possible to determine if more investigations were 
warranted. 

Our analysis of formal investigations made by two re- 
gions during calendar years 1972-75 showed that a:Jout 75 per- 
cent dealt with one type of complaint--un;uthoriL.ed transpor- 
tation by a regulated trucker. Field personnei told us that 
violations of unauthorized transportation are generally 
simple to investigate and document, normally requiring only 
a review of documents at the trucker’s office. Service 
failure investigations, however, can be complex ind time 
consuming, usually requiring many intecviews, travel tt.me, 
and review of various documents. 
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A staff panel, appoInted by the Commission Chairman in 
1975 to study the Commiss!on’s compliance program, found 
that Operations’ headquarters places too much emphasis on 
the number of investigations rather than on their value to 
overall regulatory objectives. The panel said that field 
personnel shun violations which are time consuming in favor 
of those easier to develop. 

Revocation of operating authority 

According to the Commission, a basic regulatory concept 
is that possession of operating authority is a privilege 
not a right. The ad hoc committee stated that revocation of 
authority could be useful in certain circumstances hut dis- 
agreed with revocation as a general policy. 

The Interstate Commerce Act specifies a two-step rc- 
vocation process. First, the Commission must prove a car- 
rier is willfully failing to provide adequate service. At 
that point, the Commission ray issue a cease and desist 
order, instructing the carrier to resume adequate service. 
If the Commission can prove the Carrie:: willfully fails to 
complg with the order, the Commission may revoke the car- 
rier’s authority. It is difficult to prove noncompliance 
if the carrier performs only token service but can establ&:h 
t!le se-vice is commensurate with its financrdl and equipment 
capabilities. 

Since 1967 the Commission has instituted 40 revocation 
proceedings against truckers, other than household goods 
carriers, because of small-shipment violations. Fs a re- 
sult, the Commission has issued 10 c’eiise and desist orders 
and revoked the operating authority of 1 carrier. Thirteen 
ctises were pending as of Jun? 1976. 

Limited-term authorities -- 
The Commission has for many years issued limited-term 

operating authority to common carriers when their proposed 
service involved hazardous material 31: when the applicant 
had a history of noncompliance with safety regulations. In 
more recent years, the Commission has issued limited-term 
authority when app:.icants proposed limited or -specialized 
service. To receive limited-term authority, the carrier 
must submit annual performance reports. The Bureau of Oper- 
ations’ field stsff regularly reviews carrier performance 
reports to determine accuracy and evaluates service com- 
plaints received against the involved carrier. This infor- 
mation is submitted to the Bureau of Economics and the Office 
of Proceedings for further handling. 
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The Commission first imposed the performance report 

requirement on a carrier th?t requested authority specifi- 
cally to provide service on small shipmar.ts to severs1 de- 
livery points. Shippers sai,d adequate service was being 
provided to some of the delivery points for which the au- 
thority was reauested but not to other poir.i:s. 

Performance reports show if a carrier actually provided 
the service it proposed. Reports are not standard but are 
tailored to the needs of each situation, The usual per Jod 
of a limited-term authority is 3 years which gives the ap- 
plicant tim e to establish and develop the proposed service. 
The authority’s renewal depends on the carrier’s performance 
during the S-year period. As of November 1976 there were 
15 pending operating authorities containing performencc 
reporting corditions. 

Pooling of traffic 

A poolins agreement is an arrangement among common 
carriers to pool or divide traffic, service, or revenue. 
Pooling agreements are unlawful unless approved by the Com- 
mission because they restrain competition. The Commission 
may approve a pooling agreement only if the agreement pro- 
vides better service to the public or offers operating 
economies and does not unduly restrain competition. 

The Com-.,ission has permitted certain truckers to pool. 
their traff;c to combat service problems faced by small 
communities. For example, in 1975 the Commission approved 
a pooling agreement between a long-haul carrier and several 
short-haul carriers. The long-haul carrier turned over 
freight for 266 small towns to short-haul carriers which 
depended on this and other interchange freight to support 
S-day-a-week service to small towns, Service by the lcng- 
haul csrr.‘.er was not feasi%j== on CRY scheduled basis and 
would have jeopardized tLle snort-haui carriers’ operations. 

Regulation piohibitins service restrict.‘or; -0 
in tariffs 

-- 

In 1969 the Commission instituted a rulemaking pro- 
ceeding (Ex Parte No. K-77, Restrictions on Service by 
Motor Common Carriers) to study te:lff res:rictions. Truck- 
ers were using restrictions to limit the :,ervice they pro- 
vided to small Shippers. For exacple, trL;ckers sometimes’ 
required a minimum c:large for shipments under a certain 
weight, or the tariff showed that service would not bt‘ 
provided to certain isolated areas. As a result, in Feoru- 
ary 1970 the Commission adopted a reglllation prohibiting 
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tariff provisions that restrict truckers' services to less 
than their authorized scope of operation. The Commission 
ordered truckers to bring all tariffs into compliance by 
June 1, 1970. 

However, the Commission postponed the regulation's 
compliance date several times, and finally in December 1974 
the Commission ordered the compliance date postponed in- 
definitely. This action resulted frcm a meeting during 
which truckers claimed the regulation could severely damage 
the industry's ability to serre the public economically and 
efficiently. 

The Commission has not allowed truckers to continue 
placing new service restrictions in tariffs. However, post- 
poning the compliance date does allow a trucker to transfer 
restrictive provisions of an older tariff to a later revision 
of the same tariff provided the restrictions were in effect 
prier to the regulation. 

INSTITUTION OF COURT CASES 

By law the Commission may seek criminal penalties, but 
not civil penalties, for service violetions. The courts 
may impose fines up to $500 per violation. As of 1967 the 
Comm'osion had not instituted any criminal cases for small- 
shiF,nent service violations, but the ad hoc committee rec- 
ommended that the Commission start seeking criminal penalties 
and court injunctions, orders permittin or restraining cer- 
tain actions. 

Since 1967 the Commission has instituted a limited num- 
.ber cf court cases to combat small-shipment service problems. 
Through calendar year 1973, the Commission had instituted 24 
criminal cases and 17 had resulted in a fine, averaging 
about $175 a violation. No criminal cases have been insti- 
tuted since 1973. 

Since 1967 the Commission has also instituted two cases 
seeking injunctions. A permanent injunction was obtained 
in one case in 1970, and the other case was dismissed, 
also in 1970. 

In September 1971 the Commission submitted a legisla- 
tive proposal which would have provided a general forfeit- 
ure provision for violations under all parts of the Inter- 
state Commerce Act. The bill was introduced in isbrusry 
1972; no action was taken. 

Two factors apparently limit the effectiveness of 
criminal penalties in a service failure case 
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--difficulty in pros, incj truckers kncwingly’and willfully 
violated regulations and 

--crowded schedules oi U.S. attorneys. 

Knowledgt and willful sccvi?e failures - 

In :I crimir,al case, it anst be proved, beyond a reason- 
able doubt, that the defendant was knowingly and willfully 
at fault. Enforcement field officials said that proving 
knowledge and willfulness in a service failure case requires 
more than merely showing a carrier refused to provide service. 
It must also be proved that the carrier had dock space and 
equip,oent available to handle the shipment at that time and 
that the service failure was part of a pattern of inadequate 
service. As a result a successful criminal case is a com- 
plex, time-consuming task. 

The Intersttite Commerce Act provides civil penalties 
for some violations, such as operating without authority and 
failing to file required reports, but not for service viola- 
tions. Enforcement officials stated that authority to im- 
pose civil penalties for service violations could be effec- 
tive because the burden of proof is much less than in crimi- 
nal cases-- the Commission has only to prove the violation 
occurred. Also, because the likelihood of conviction is 
greater, offenders would be more willing to settle out of 
tour t-- about 70 percent of all Enforcement actions are set- 
tled this way. 

Crowded U.S. attorney schedules 

The Commission does not have authority to bring cases 
before the court. Instead, cases must bc presented to the 
U.S. attorney who decides whether to prosecute. Enforcement 
field officials said that in certain jurisdictions regulation 
cases generally take a hack seat to cases with greater public 
interest, such as bank robbery, kidnapping, and extortion. 
The U.S. attorney often declines the case or it takes a long 
time before it can be prosecuted. As a result, some Enforce- 
ment officials are reluctant to pursue criminal actions be- 
cause the likelihood of prosecution is small. 

EFFORTS TO OBTAIN LEGISL.:rTI:)N -___----- - - --- --_- _ 

The Commission has l>roposed legislation related to many 
aspect: of small-sni?mcnt ;er;lice, and the ad hoc committee 
recommended in 1967 that :!le Commission continue to seek 
?egislation chat could ,~,l,t ,X~ZP service problems. The Com- 
mission believed that pr,>?csed legislation on through routes 
and freight forwarders ::c~.11<1 !lave improved service to the 
small shipper. 
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Through routes 

As early as 1949 the Commission proposed legislation 
that would give it authority to order truckers to establish 
through routes and joint rates. Similar proposals have been 
introduced 10 times since then. 

The Commission’s latest proposal, S. 2086, wogld have 
given it authority to establish through routes and joint 
rates between trucks and between tr’lcks and rail, water, 
and express companies. The CommissLon believed this au. 
thority would result in better service t-o small shippers 
located in smaller, out-of-the-way communities, often by- 
passed by long-haul carriers. The Senate Commerce Subcom- 
mittee on Surface Transportation held hearings on the pro- 
posed b:ll in July 1975. No further action was taken during 
the 94th Congress. 

Freight forwarders 

Several times since 1950 legislation was introduced to 
permit freight forwarders and railroads to arrange special 
rates. Forwarders would be permitted to plav a larger role 
in small-shipment transportation by offering lower rates and 
expanding their service. The Commission’s current proposal, 
S. 2083, was not enacted into law. 

The Commission told us that freight forwarders were the 
only real competitors for small-shipment transportation in 
metropolitan areas. Freight forwarders assemble and consoli- 
date small shipments but cannot perform any long-haul serv- 
ices: instead, they turn over full load or volume shipments 
to long-haul carriers. Within a limited area around their 
terminals, freight forwarders may provide pickup and delivery 
service. Freight forwarders profit by the difference between 
rates they charge thei: customers and lower volume rates they 
pay the long-haul carriers. 

‘LOST DATA FOR SMRLJ. SHIPMENTS 

According to the Commission, better service to small 
shippers is possible by developing rates that match ship- 
pers’ needs and carriers’ ability to provide profitable 
service. In 1967, the ad hoc commit?ee recommended: 

“Continued and increased efforts to obtain appro- 
priate data in rate proceedings, * * * so that 
carriers can be assured of profitable operations 
and shippers can be assured of economical and non- 
discrimiilatory rzit.s.” 
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. 
Since then the Commission has instituted two major rulemaking 
proceedings on this issue: Nek Procedures in Motor Carrier 
Revenue Proceedings (Ex Parte No. K-82) and New Procedures 
in Motor Carrier Restructuring Proceedings (Ex Parte No. MC- 
98). 

New procedures in motor carrier revenue 
proceedings 

In August 1970 the Commission instituted this proceed- 
ing (Ex Parte No. MC-82) to consider new procedures govern- 
ing evidence requirements in rate proposal cafces. Stated 
goals were to 

--achieve greater uniformity in data submitted, 

--avoid having to request additional evidence during 
the case, 

--define the minimum evidence required, and 

--reduce time required for disposition. 

In April 1971 the Commission adopted the proposed pro- 
cedures which were further refined in 1971 and 1975. 

One controversial matter in evidence requirements relat- 
ing to small shipments is the platform-handling time of . 
shipments. 

Motor carrier platform study 

Small shipments generally receive more platform handlipg 
than large shipments and, therefore, should be charged more 
platform cost per hundred pounds than larger shipn.ents. The 
degree to which small shipments actually receive more han- 
dling, however, is unknown. 

The Commission in 1969-70 conducted a study which, as 
shown below, confirmed carrier contentions that small ship- 
ments require more platform handling per hundred pounds than 
large shipments. 

. 
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Pounds per shipment 

0 to 49 6.40 
50 to 3.18 

100 to 1:; 2.34 
150 to 299 1.77 
300 to 499 1.34 
500 to 999 1.00 

1,000 to 1,999 0.84 
2,000 to 4,999 0.62 
5,000 and over 0.36 

Platform handling minutes 
per hundred pounds 

'The study has been criticized by shipper groups which 
believed the results are unreliable and should not br: used 
in rate proceedings. Xey pcinted out that: 

--The carriers and terminals studied were not selected 
randomly. 

--Only 18 cities in 13 States were studied. 

--Only a limited number of shipments (2,:37) were 
studied. 

--Terminals were studied only during peak sctivity 
periods. . 

The Commission allowed the study's results to be used 
in one case in August 1975; it has not epyroved the study's 
results for all rate proceedings. In t:lis case two commis- 
sioners dissented, saying that using the study gave it prima 
facie validity, and because of ix deficiencies the study 
should not be used in rate proceedings. 

The majority of the Comnission, however, believed that 
using the study's results was preferable to ignoring differ- 
ences in platform costs. The majority proposed to start a 
new platform study to resolve the controversy. In Hay 1976 
the Commissivn directed that a study be performed; it was 
started in August 1976 wl:h an estimated completion date of 
March 1979. 

New procedures in motor carrier pricing 

The Commission's objective in this proceeding fEx Parte 
No. MC-98 ) is to develop a pricing system that can match 
shippers' needs and carriers' ability to provide profitable 
service. 
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Late in 1975 eight major ratemaking bureaus submitted 
proposals to the Commission to restructure small-‘shipment 
rates. The bureaus proposed to increase rates on smaller 
shipments and decrease raies on heavier shipments. For 
example, one proposal was as follows: 

Percentage rate 
Weight in pounds change 

1 to 499 +6 
500 to 999 +5 

1,003 to 1,999 I no change 
2,000 to 4.999 -3 
5,000 to 9,999 

lC,OOO and over r; 

The proposal contended q:urrent rates were l*ndercompen- 
sating carriers for smaller shipments and overcompensating 
for heavier shipments. 

Seven of the eight proposed increases went into effect 
in early 1976. The Commission instituted this proceeding in 
January 1976 and asked interested parties to comment on the 
need for, desirability of, and methods for restructuring 
small-shipment rates. The Commission pointed out that ideas 
for change did not need to be confined to tne present tradi- 
tional rate structure. As of November 1976, the proceeding 
was pending . 

CONCLUSIONS 

The Administration sent to the Congress in -1975 proposed 
legislation to reform regulation of interstate trucking. 
This proposal renewed public interest in the issue of regula- 
tion versus deregulation. One aspect is inadequate service 
to the small shipper which, according to a recent study done 
for the Department of Transportation, is not only continuing 
but 1; likely to increase. 

One of the Commission’s major objectives in regulating 
the trucking industry is to insure that C,KuckeKs provide 
adequate, reasonably priced service to all shippers as re- 
quired by law. This objective is not difficuit to achieve 
for large shippers, because it is compatible with truckers’ 
objectives of maximum profit. However, it seems that ship- 
pers of small quantities OK undesirable cargo generally have 
not fared as well. OVeK the years there have been persist- 
ent comp?aints from both carriers Grid small shippers--ship- 
pers complain about inadequate service and carriers about 
inadequate profit. We believe the number of complaints, 
however, Joes not adequately show the extent of the problem. 
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‘The occasional shipper 0' the smti!. shiqper in a small 
community probably experiences most of the service problems. 

The Commission in 1967 established an ad hoc committee 
which studied the problem of transporting small shipments 
and recommended corrective actions. Since 1968 the Commis- 
sion has steadily reduced the level and severity of com- 
plaints, but we believe addiLiona1 emphasis should be given 
to solving this problem if th e objectives are to be achieved 
through the reguiatory process. 

Accumulating accurate and reliable data is of primary 
importance in our view. We think the Commission's data, 
which indicates there are about 3,700 complaints annud?ly, 
is not completely reliable because criteria applied by the 
Commission regional staff responsible for accumulating the 
data is not uniform. We believe that variances by field 
personnel in defining small shipmer,ts and faifing to report 
many small-shipment problems inva lidates the summary data 
the Commission uses to sake many decisions ebout small ship- 
ments. We believe accurate data would show a larger number 
of small-shipment complaints. Data relating to rates and 
tariffs is equally important. Until it has reliable data on 
platform-handling costs, the Commj.-ion probably can not ze- 
solve the conflict between small shippers complaining their 
shipping rates are too hiqh a;ld truckers contending that 
small-shipment rates do not cover costs. 

The Commission can encourage carriers to provide rea- 
sonable and adequate service b:? using the carriers' service 
history to question their servrce fitness when they apply 
for additional authority or routes. This technique !las 
been used in.?requently, however. Com3izsion field personnel 
told us that investigatory processes used to support nega- 
tive service fitness findings were quite time consuming com- 
pared to other types of investigations and so were given rel- 
atively low prioritlr. - 

The Commission has used other administrative actions to 
a limiteo extent. For example, the Commission has issued a 
regulation prohibiting service restrictions in new tariffs, 
but the regulation does not apply to tariffs issued before 
February 1970. .rnstead, the Commission has allowed restric- 
tive provisions of older tariffs to be transferred to later 
revisions of the tariffs as long as a completely new tariff 
is not intalved. 

The remaining course available to the Commission, other 
than moral sdasion, to encourage trutikers to provide reason- 
able service t> le:j desirable shipments, is to institute 
criminaJ pr0ceedinT.s. This tool is cumbersome and rather 

3fY 



i 
I 

severe, an,7 the Commission understandably uses it-with great 
t reluctance. It appears that authority to impose civil 

clai;ns f*r service violations could enhance the regulatory 
, 1 process, improve the Commission's enforcement efforts, and 

receive much greater acceptance from the carriers. Civil 
fines will have Yo be large enough to be a real deterrant, 
however, if they are to be effective. 

RECOHMENDATIONS 

He recommend that the Chairman of the Commission: 

--Insure that data collected on small-shipment service 
complaints is reliable. 

--Direct that additicnal formal investigations of com- 
plaints involving service failures be xade as the 
basis for challenging a carrier’s fitness, and make 
greater use of other remedies, SUCF: as limited-term 
authorities and pogling agreements: already avail- 
sole to the Co-mission. 

--Determine Ghether authority to impose civil penalties 
would be a valuable tool for combatitlg service pro+ 
lems and, if so, request congression,,l approvzil to 
impose such penalties. 

AGENCY COMMENTS AND c-UR 
EVALUATJGN 

Lnterstate Commerce Commission e- 
The Commission generally agreed that the report w:~ a 

fair, constructive assessment of the small-shipment situation 
and stated it uas implementing our recommendations on the col- 
lection of compldint data. 

The Commission stated it also recognized the rleed for 
improvement in its conpliance and enforcement programs and, 
as a result, made major internal reforms, On October 15, 
1976, the Commission issued an outline of a revitalized com- 
pliance program which stated: 

"a * * Civil forfeitures as an enforcement tool 
should also be available across the board in rate 
and credit cases and for all violations of the Act. 
Legislative authority for Commission attorneys to 
l;tlgate cases -tinicn are not settled out of court 
to strengthen this program also may be neces- 
sary. * * *” 

31 



'This compliance policy should result in the con- 
centration of regulatory effort on the more signif- 
icant matters. To achieve this objective, the Com- 
mission will emphasize the following areas. 

1) Violations of law relating to inadequate motor 
or rail service, together with consumer com- 
plaints, * * *." (Underscore added.) 

l * * * l 

T5e Commission took issue with certain aspects of the 
report. It noted that all studies of motor carrier regu- 
lation and the small shipper do not agree on the extent of 
the small-shipment problem. These are discussed on page 6. 

The Commission stated the 1969 study gave them informa- 
tion on the degree to which small shipments actually re- 
ceive more handling. The stlidy, however, has been criticized 
by both carriers and shippers because it was not statisti- 
cally valid. Furthermore, the Commission has not approved 
the earlier study and began a new study in August 1976 using 
a probability sampling technique i-o overcome the criticism of 
the earlier report. 

Department of Transportation 

The Department stated that: 

"The GAO draft report presents Some excellent re- 
search documenting the failure of the existing 
economic regulatory systtm to resolve difficulties 
which shippers of small shipments have experienced 
with regulated motor carrier service. * l *a 

The Department, however, stated it was disappointed that th.t 
report recommendations did not challenge the fundamental . 
structure of the Commission's regulatory approach. 

As stated on page 1 of the report we studied the small- 
shipment problem within the context of the Commission's 
statutory capability to deal with the problem through the 
regulatory process. It was not our objective to support 
either regulation or deregulation but rather to inform the 
Congress how the Commission has responded to a specific prob- 
lem and what improvements are possible. 

. 
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APPF” 01X II APPENDIX I I 

October 15, 1976 

Mr. Henry Eshwegc 
Directo: 
Community and Economic 

Development Division 
U.S. General Accounting Office 
Washington, DC &I548 

Dear Mr. Eucbwege: 

On behalf of the Commission,” I appreciate the opportunity to comment 
on the proposed draft report to the Congress entitled “Potential for Improved 
Service to the Small Shipper”. On the whole, 1 betieve it ;s a fair and con- 
structive assessment of the situation. However, there are s!me aspects of 
the report with which we on the Commission take issue. 

[See GA3 note 1, p. i7 .I 

The Commission has taken a 
number of corrective actions to address this problem which are referred to in 
your report. The Commission has also sought legislation to enable it to pre- 
scribe through routes and joint rates between motor carriers and rail and water 
carriers 194th Congress S. 2036 and H. R. 154411. 

At page 3, the draft report should reflect that the Commission regulates 
truckutg in three are.2 -- entry control, service and rates, 

As noted at page (ii), we have found some 9:erpretive problems in 
respect to the reporting and recording of complaint data by the field staff. The 
dam, although no; totally accurate, did not cause an adverse impact on the Corn- . 
mission and its actions to combat the problem. The data -collection problem 
did not ster our BeId staff from rendering prompt assistance tc all complainants. 

Although the data collected was not totally accurate, it did correctly 
reflect the trend of small shipments complaints. iSee GA0 note I, P, 37.1 

34 



._ 1 ’ 
I APPENDIX II 
! 

APPENDIX II 

The Ihreau of Operations is taking corrective action to improve our 
complaint data -collection 8CtivitiefL It Is bi ‘.he process of implementing the 
reC~mt?d8dOIIS from GAO audkors. We believe the review and recommenoa- 
tions by your GAO au&tors, 8s to our collection of cowplaint d8t8, will prove 
to be very helpful. 

At page 1 of the draft report, reference is made to a statement from a 
national shipper organization in April, 1976 that the small, low-volume shipper 
of small shipments currently has a hard time getting prompt, regular pickup 
serxice. Although the shipper organtzatlon is not identified, I am enclosing an 
article from the June 7, 1976, issue of Traffic World. The article indicates 
that the N&on81 &ill Shipments Trafffc Conference discontinued its Hephone 
hot-En;: service after IO months of operadon because, in its opinion, ‘There’s 
no small shipment problem”. Only 22 releted ca;ls were recefved. 

On sheet 6 of the draft report, GAO has questioned the v8Udity and 
reliability of the Commission’s criteria for designating small shipments and 
for reporting complaints thereon. We are concerned with whether your defini- 
don of what constitutes 8 small shipment woula meet the tests of validity (does 
it actually define 8 small shipment?) and reliability (would that definition 
time-and-rime agafn provide a similar answer?). In that respect, we might 
point out &at each shipmer.t, whether ‘t is 8 smal!. shipment or truckload ship- 
ment, “requires special handling. ” Moreover, your definition of what con- 
stitutes a less-than-truckload shipment (by sfze and wei&) would appear to 
raise numercus definitional problems which might result in different judgments 
if the matter is considered by a number of people. For example, 3 shipment 
because of extreme density or peculiar nature of the commodity might take up 
a very small portion of the mmk but yet woJld be designated as a truckload 
shipment by both 8 carrier and a shipper, 

. 

At page 15, the draft report refers to fcur Department of Transportation 
studies dealing with smaE shipments, which gfznerally contain negative findings 
8s to motor carrier services. The report fails to include the D 0. T. study, 
Industrial Shipper Service (Plant Level), completed in April, 197.5 and rrleascd 
in November, 1975. The study includes motor carrier performance in less-thar; - 
truckhxc! and small shipments. This study reported tiiat approximately 97 percent 
of the shippers be&de motor carrier service to be adequate, and significant 
pxcentages of the shippers believe that certain motor carrier performance factors 
were at 8 high level of service (Table 11). Only 3.2 percent of the shippers believe 
there exist too few motor carritrs to mclintain good service, 84.7 percent feel 
there is an adequate number of carriers, and 12.1 percent belicvc there are too 
many carriers (I”aSle 2i). These findings seem to be contrary to the D. 0. T. 
supported legislation to provide more open entry, as reflected at page 19 of the 
GAO draft report. 

35 



t 

APPENDIX II APPENDIX II 

A survey1 presented by the University of Tennessee at the Urban Freight 
Consolidation Workshop. sponsored in part by D. 0. T. on january 13 and 14, 
1976, revealed the &&Mng in respect to motor carrier services. 

All shippers, large as well as small, consider less 
consistent pickup service than is currently provided 
reasonable. A consolidation terminal must allow 
pickup service that is consistent within a range of 
2 to 4 hours. 

Small shippers seem willing to accept slightly slower 
total sttice time than many carriers currently pro- 
vide. They seem willing, cn the average, to accept 
5 day delivery time. 

These reports were furnished to your GAO staff auditor, Kenneth Hockman, 
and w-te discussed during the meeting on July 9, 1976. I believe their inclusion 
in your rqort would provide for a more balanced treatment of the issue. 

As to a forfeiture provision for service matters reflected at page 21. of 
the draft report, the Commission in September, 1971, submitted a legislative 
proposal which would have provided a general forfeitire provision for all vio- 
lations of Parts I, II, III and IV. This was introduced by Senator Magnuson on 
February 25, 1972, as S. 3239. 

At page 25, the draft report indirates 748 small shipment complaints 
shown on our complaint register computer data reports, and Il,MH) complaints 
on our quarterly statistical reports covering the same periods. The computer 
data reviewed by your auditors only dealt with shipment complaints related to 
the size of the shipmelt, whereas the quarterly statistical reports covered all 
types of “small shipment complaints” listing six different categories. Our 
fur&r review of ccxnputer data and the quarterly statistical reports strongly 
suggests that the number of small shipment complaints was between 11,000 
and 12,000 during fiscal years 1973 - 1975. 

Concerning the discussion at page 26 of the draft report, we have recently 
revised PubIic Advisory No. 2, which now contains a shipper questionnaire in 
order to make certa;n MC public is more aware of available Commission assistance, 
and to permit better evalua:fon of shipper problems. The quesdonnalre provides 
the shipper with a conveniex means of furnishing us information as to the adequacy 
of motor carrier services. A copy of the advisory is enclosed. 

I/ Freight Service Expectations, Performance and Tradeoffs in Urban Areas: 
‘i Survey, Robert A. Robicheaux, Ph.D., Assistant Professor of Marketing and 
Transpartzdon, The University of Tennessee 
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Regarding the discussion at page 28 of the draft report, hvo important 
service cases were instituted against Class I carriers. ?rtse proceedings, 
No. MC-C-8877, Consolidated Freightways Corporadon of Delaware--Investi- 
gation and Revocation of Certificates and No. hlC-C-8807, Pacific fntcrmountain 
Express Co. --Investigation and Revocation of Certificates, resulted in the Com- 
mlssion issul:.g cease and desist orders Co prohibit furtker violations of Sectiosl 
216(b) of the A& on May’13, 1976, and June-18, 1976, respectively. These cases 
should have an impact in this area. 

Regarding the comments on page 28 concerning the areas to be Investigated 
for possible enforcement action, the Commission has recognized the need for improvement 
fn its compliance and enforcement programs. As a result, within the last few months 
we have made major irternal reforms in that area and expect that the coming years 
wfll see significant improvements in our compliance and enforcement activities. 

Regarding tk discussion at page 30, the bureau of Operations’ field staff 
regularly reviews carrier performance reports to determine accuracy and, evaluates 
service complaints received against the involved carrier. This information is sub- 
mitted to the Bureau of Economics and the Office of Proceedings for fllrthcr handling. 

At page 36, the draft report asserts that it is unknown as to the degree to 
which small shipments actually receive more handling. h’e cannot concur in this 
statement bccabse our 1969 study did provide this information. The new study to 
which reference is made will utilize a probability sampling technique to overcome ’ 
the criticism of the earlier report. 

The Commission requests that this reply be included in your final report. 

We hope that cur comments may . 
report. 

-Enclosures [See GAO note 2, ] ~-___ ----. --.- ..--_ _ _ -. 
*Co&&missioner MacParland was absent and did not participate. 

GAO note: 1. The deleted comment> relate to matters 
discussed in our draft rf-port but omitted 
from or modified in this final report. 

2. The enclosure to this letter is not 
included in this 3ependix due to its length. 

-note: Page references in this appendix refer 
to our draft report and may not coirespona 
to the pages of this final report. 
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OFFICE OF THE SECRETARY ‘OF TWAN%fW?TATIOW 
WLSHINOTDW, D.C 2O=X!O 

November 10, 1976 

Mr. Henry Eschwege 
Director 
Community and Economic Development Divfsion 
IJ. S. General Accounting Office 
Uashfngton, D. C. 20548 

Dear Mr. Eschwege: 

This is in response to your letter of September 15, 1976, requesting 
comments from the Department of Transportation on the General 
Accounting Office draft report entitled, "Potential for Improved 
Service to the Small Ship;rer." We have reviewed the report in detail 
and prepared a Department of Transportation yeply. 

Two copies of the reply are enclosed. 

Sincerely, 

Enclosures 
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. 

DEPARTMENTOFTRANSPORTATIONREPLY 

TO 

GAO DRAFT REPORT OF GEPTEMBER 15, 1976 

POTENTIALI FOR IMPRWEDSERVICE 
TOTHE SMALLSHIPPER - 

SUMMARYOFGAOFMDINGSANDRECOMMENDATIONS 

The report explores the extent to which certain complaints have 

been raised on thz provision of regllc,Led motor carrier service for 

small shipments. Various respollr;ibilities of the Interstate Commerce 

. Commission (ICC) pnd the Department of Transportation (DOT) in 

regard to truck transportation are discussed. 

The report finds that the data now collected by the ICC on small 

shipments complaints is inadequate and unreliable for assessing the 

true magnitude of the problem. Accordingly, the report recommends 

that the ICC take steps to: (1) collect reliable data on complaints, 

(2) emphasize formal investigatjon of small shipment complaints as 

the t,~is for Commission action, and (3) determine whether new 

authority for the ICC to impose civil penalties on motor carriers 

who are the target of complaints would help combat service problems. 

. 
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. 
The report also discusses small shipments problems withfn 

the context of urban’goods movement problems. Four studies 

sponsored by the Department of Transportation in regard to freight 

consolidation and facilitation problems are described briefly. In 

addition, a one paragraph mention is made of the DOT's proposed 

Motor Carrier Reform Act (MCRA), and its goal of improving motor 

carrier price and service options through increased price flexibility 

and liberalized entry for the motor carrier industry. The report 

makes no recommendations in regard to DQT activities. 

SUMMARYOFCEFARTMENTOF 
TRANSPORTATlOmOT) POSITIm 

(I) The DOT strongly supports the type of research conducted for 

this report, 

(2) However, we are very concerned that the report’s recommendations 

do not address the basic question of whether the existing system 

of motor carrier economic regulation might be a fundamentally 

poor mechanism for dealing with shipper service problems., The 

. research findings documented in the report reveal substantial ICC 

problems in assessing and dealing with shipper service complaints. 

But, in the three recommendations of the report for resolving these 

problems, the GAO accepts the ICC’s traditional regulatory approach, 
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(4) 

(51 

0% 

(?) 

631 

2~12 simply calls for increased data gathering and regulatory actl- 

vitiw on the part of the Commlssion in regard to small shipment 

service problems. 

Other alternatives to traditional economic regulatory approaches 

deserve serious consideration in dealing with small ehipments/ 

shipper problems. 

The report’s recommendations ignore the implications of the 

Administration’s proposed motor regulatory reform act for more 

flexible pricing and service options in the marketplace. 

The report needs to distinguish better the difference between 

small shipment problems generally, and the problems of small, 

rural shippers. 
. 

No means are suggested whereby the recommendatio.ns for more 

reliable field data and more intensive formal field investigation 

by the ICC of Fervice complaints might be trans!zted into actfon 

in the field. 
a 

Civil penalties may be inadequate to solve this probIem in light 

’ of the ICC’s present difficulties in convicting carriers zven for 

operating rights vitiations. 

The role of EOT’8 Ofbice of Facilitation in working with govern- 

ment, cxsumer, and kdustry groups to solve transportation 
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problems shc&l be considered among the report’s recommendatiom 

for resolving shipper/carrier service problems. 

(9) As a result of the coraments summarized above, we find the ulti- 

mate recommendations of the report to be quite disappointing. 

(10) The DOT would welcome the opportunity to discuss our reform 

proposals in detail with GAO, and to provide them with additional 

materials in this regard. 

DEIJARTMENT OF TRANSPORTATION POSITION STATEMENT 

The GAO draft report presents som,? excellent research docu- 

menting the failure of thi existing economic regulatory system to 
. 

resolve difficulties which shippers of small shipments have experi- 

enced :dith regulated motor carrier service. Nevertheless, this 

draft must be vie wed as only a first step in understanding and resolv- 

ing these problems. We particularly .‘ind the report’s ultimate 

recommendations to be quite disappointing. . 

Our deepest concern is that the report never asks the basic 

question of whether the existirG system of motor carrier economic 

regulation might be a fundamentally poor mechanism for dealing with 

shipper service problems. The ultimate recommendations of the 

report never challenge the fundamental structure of the ICC’s regu- 

latory approach. Rather, they accept this basic structure, and 
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merely call for increased data gathering and regulatory activities 

on the part of the ICC in regard to small shipment service problems. 

Such recommendations are most dismaying in Ught of the maay 

interesting and informative insights presented in this report on the 

failures af the existing system. Yet, the repot3 never serlousiy 

considers the alternative of a more competitive marketplace for 

motor carrier service. The report does mention the Administration’s 

proposed Motor C?rrier Reform Act, which is designed to increase 

the flexibility of individual carriers and shippers to arrive at their 

own pricing and service solutions in the marketplace (see page 19). 

However, the implications of this approach essentially are ignored 

by the ultimate recommendations of the report which, insteaca, would 

simply extend and continue existing ICC economic re,gulatory activities. 

Rather tbn increasing the opportunities for individual shippers 

and carriers tc work out their c?wn individual solutions directly in a 

competitive marketplace, the report’s recommendations would involve 

an expansion of legalistic complaint procedures under the ICC, increas- 

ing the size, scope, and cost of ICC regulatory activities. There is no 

evaluation of the ability of such an appk dach to effectively and equitably 

deal with the thousands of shippers and receivers throughout the country 

who must depend on motor carriers for responsive pickup and delivery 

of small shipments. Furthermore, the GAO reco?lmendations take 

no account of the extremely important observation made on page 26 of 
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the report: that one way shippers now deal with service problems le 

tc “change to another trucking firm rather than report their problems 

to the Commission, ‘* 

The latter finding deserves serious consideration as a direct, 

effective, immediate and efficient means of dealing with small ship- 

ment service problems. Indeed, better ICC formal investigation of 

complaints, even when rmch complaints are made to the Commission, 

will not 66rve to solve the immediate problem6 of small, rural ship- 

pers and receivers. By contrast, the alternative of changing carriers, 

where alternative carriers are available, offers a most just and 

direct client response to service problems. 

Unfortunately, a shipper’s alternative of changing carriers fre- 

quently is thwarted by the existing regulatory system. This is because 

th? current systpm confines competition in given market6 to an ICC- 

determined field of carriers regulated as to the type6 of service and 

rate competition in which they may engage. In large urban markets 

this situation may pose no pressing problems for general freight ship- 

pers, since the latter may have as many as twenty, thirty, or forty 

carriers fzom among whom to choose for service. However, for 

shippers with specialized service need6 or located in small towns or 

rurai areas, only one or two carriers may have the necessary ICC 

authorization6 to serve them. Saxch shippers have little scope for 

using alternative carriers when they encAnter service problems, 
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shod of andertsking the usually costly, time-consuming, and Nffi- 

cult course nf supporting new carrier up,slicants to the ICC for 

grants of operating a;lthorlty. 

As the GAO report bears out, traditionally the problem of income 

to carriers from the transport of small shipments has been addressed 

by the technique of throwing more money at the problem, that is by 

raising the rates. This “more revenue” syndrome fs a key factor in 

reducing the motiv&Ion for developing cost-effective solutions to 

the handling of small shipments. By contrast, the ICC’f Tranting of 

a unique operating authority for a cert;rin range of small shCpments to 

the United Parcel Service (UPS) has resulted in a highly wccessful 

and shipper-responsive operation. The approach of additiona’. XC 

grants of specialized carrier operating authorities certainly merits 

thoughtful consideration. What 13 needed, moreover, must go beyond 

consideration of only limited-term operating certificates cr pooling 

agreements, since the latter are not suitable for addressing wide- 

spread service problems experienced by rmaL shipprtrs. 

There ars several additiona problems with the sccpe and 

recommendations of this report. tine such, which might be eoL;iiy 

corrected, is in addressing the difference between probiems with 

small shipments as opposed to the narrower scope of small shipper 

pr&lemEt. in fact, tbc si~?zli shipments problem ir regard to the 

motor carder industry f--,olves small shippers, large shippers, 
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government shippers at all levels, and large as well as small 

receivers. On the other hand, the small shipper problem urnrally 

involves small shipments to small, out-of-the-way shippers and 

receivers. The report needs to clarify this distinction better. 

Directly related to the above problem, it is crucial to note that 

the @resent field forms used by ths XC are woefully inadequate for 

identifying the extent to which small; rural shippers and receivers 

experience plz.~~ierns. We need to know fqecifically whether the 

summary daL. : :om the ICC Quarterly Report Forms is compiled 

directly from rhe Oxnmission Complaint-Register Action Log, and, 

if so, how the summary compilation is done, since the two forms 

are substantially different. 4 kr- tliiO repcwt, itself, on page 25 notes 

an extremely large discrepancy 5ebL~‘~~~ e nwnber of complaints 

from these two sources. Ir. light G:: these a~:* cencerns abo$ the 

reliability of the ICC forms arid data, ves- tievere qu; :ions need to 

be raised about the potential usefulwc :> wen of uy .:=zded ICC statistical 

data gathering. 

Even by increasirg the already slabstantlal resources of Pimr! 

and money going to ICC field office@, it still may be simply impossible 

to establish the actual extent of the small shipper problem. The GAO 

recommendation that the ICC collect more reliable data will not get 

around shipper mn-reporting, nor will it change the tendency of field 

office personnel to spend the bulk of their time Investigating simple 
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The DOT also would like to point out the success of our Office of 

Facilitation, Office of the Assistant Secretary for Environment, Safety 

and Consumer Affairs, in working with segments of the transportation 

fnciustry as a catalyst/leader in joint government/industry/consumer 
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, 

violations relating to carriers’ transport of unauthorized commodities. 

ft seems logical to assume that under the existing r;ystem the more 

complex and time-consuming nature of service complaints will continue 

to make them less subject to investigation by ICC field personnel. 

We alSO anticipate a problem in regard to the GAO recommendation 

for ICC authorftg to impose civil penalties on carriers in small s:\ipments 

complaints cases. Right now the Commission has the authority to 

seek civil penalties for carriers who do not fulfill the obJigatfons . - 
associated with their operating rights. In such cases, if the ICC 

brings suit in a court of law to convict a carrier for a violation of 

its operating rights certificate, the fines which the courts can impose 

run between $100 and $500 per day, tith each day of the violation 

constituting a separate offense. While there is no information on how 

effective this system is, we do know that there are very few cases 

brought. The diffielty is in proving that a carrier is not proiiding 

service consistent with its equipment atid fin&cial capabilities. 

This is also the same problem as in revocation proceedings, and 

there seems to us no reason to believe it would be any different for 

small shipment cases. 
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attacks on identified problem areas in the Transportation and airstribu- 

tion industry. Et would se-m desirable for the %A0 to consider the 

mission and techniques of this Office in order to incktde in the final 

report other possible atknatlve approaches that may be taken to the 

small shipments problem. 

All in all, we find th? recommendations of the GAO report to be 

disappointing. This is dismaying in Light of the commendable review 

of the current nature of the small shipments problem. What is needed 

is more attention to and consideration of alternatives to the traditional 

regulatory approaches of the past. We strongly support the type of 

research conducted for the reysrt, as far as it goes. However, we 

would very much welcome the opportunity to dlscllss with GAO in 

more dekif our proposals for economic regAt0x-v reform of the 

motor: carrier industry. To Ms effect, we also would like to make 

available, for their further consideration, 2 wide range of D&f’ materiala 

on the need for motx carrier regulatory reform which are not now 

considered in the draft report, in ihc chapter deali.% with W studies 

of small shipments pr&lems. 

/ tL ‘L < L.* YL-L 
Robert Henri Binder 

Assistant Secretary for Policy,, 
Plans and lnternatlonal Affairs 

note: Page references in this appendix refer to 
our draft report and may not correspond 
to the pages of this final report. 
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PRINCIPAL OFFICIALS 

RESPONSIBLE FOR ADHISISTERING 

ACTIVITIES DISCUSSED IH TBIS REPORT 

. 

Tenure of office 
FrCtIIl To _ - -.- 

INTERSTATE COMMERCE C%+¶ISSION 

CBAIRMAN: 
George M. Stafford 
Virginia Mae Brown 
Paul J. Tierriey 
William B. Tucker 

Jan. 1970 
Jan. 1969 
Jan. lL48 
Jan. 1963 

DIRECTOR, BUREAU OF ENFORCEMENT: 
Robert S. Turkington (actzng) NOV. 1976 
Bernard A. Gould Jan. 1967 

DIRECTOR, BUREAU OF OPERATIONS: 
Joel E. Burns Sept. 1976 
Lewis R. Teeple (acting) Dec. 1975 
Robert D. Pfahler @QY 1967 

DEPARTMENT OF TRANSPORTATION 

SECRETARY OF TRANSPORTATION: 
William T. Coleman, Jr. 
John W. Barnum (acting) 
Claude S. Brinegar 
John A. Volpe 

Bar. 1975 
Feb. 1915 
Feb. 1973 
Jan. 1969 

Present 
Dec. 1969 
Dee. 1968 
Dec. 1967 

Present 
Oct. 1976 

Present 
Sept. 1976 
Dec. 1975 

Present 
Mar. 1975 
Feb. 1975 
Feb. 1973 
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